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items. These expenses are subject to theLine 6 capitalization rules. For details, see Uni-Part I. Income
form Capitalization Rules in Pub. 538.Report on line 6 amounts from finance re-Except as otherwise provided in the Inter- serve income, scrap sales, bad debts younal Revenue Code, gross income includes recovered, interest (such as on notes andincome from whatever source derived. In accounts receivable), gasoline or fuel tax Line 9certain circumstances, however, gross in- refunds you got in 2009, credit for biodieselcome does not include extraterritorial in- You can deduct the actual expenses of op-and renewable diesel fuels claimed on linecome that is qualifying foreign trade erating your car or truck or take the stan-10 of Form 8864, credit for alcohol andincome. Use Form 8873 to figure the extra- dard mileage rate. You must use actualcellulosic biofuel fuels claimed on line 6 ofterritorial income exclusion. Report it on expenses if you used your vehicle for hireForm 6478, credit for federal tax paid onSchedule C as explained in the Instructions (such as a taxicab) or you used five or moregasoline or other fuels claimed on yourfor Form 8873. vehicles simultaneously in your business2008 Form 1040, prizes and awards related
(such as in fleet operations). You cannotIf you were a debtor in a chapter 11 to your trade or business, and other kinds of
use actual expenses for a leased vehicle ifbankruptcy case during 2009, see page 20 miscellaneous business income. Include
you previously used the standard mileageof the instructions for Form 1040 and page amounts you received in your trade or busi-
rate for that vehicle.SE-2 of the instructions for Schedule SE ness as shown on Form 1099-PATR. Also,

(Form 1040). include any recapture of the deduction for You can take the standard mileage rate
clean-fuel vehicles and clean-fuel vehicle for 2009 only if you:
refueling property used in your business. • Owned the vehicle and used the stan-See Regulations section 1.179A-1 for de- dard mileage rate for the first year youLine 1 tails. placed the vehicle in service, orEnter gross receipts from your trade or If the business use percentage of any • Leased the vehicle and are using thebusiness. Include amounts you received in listed property (defined in the instructions standard mileage rate for the entire leaseyour trade or business that were properly for line 13) dropped to 50% or less in 2009, period (except the period, if any, beforeshown on Forms 1099-MISC. If the total report on this line any recapture of excess 1998).amounts that were reported in box 7 of depreciation, including any section 179 ex-Forms 1099-MISC are more than the total If you take the standard mileage rate:pense deduction. Use Part IV of Form 4797you are reporting on line 1, attach a state- to figure the recapture. Also, if the business • Multiply the number of business milesment explaining the difference. use percentage drops to 50% or less on driven by 55 cents, andStatutory employees.  If you received a leased listed property (other than a vehi- • Add to this amount your parking feesForm W-2 and the “Statutory employee” cle), include on this line any inclusion

and tolls, and enter the total on line 9.box in box 13 of that form was checked, amount. See Pub. 946 to figure the amount.
report your income and expenses related to Do not deduct depreciation, rent or lease
that income on Schedule C or C-EZ. Enter payments, or your actual operating ex-
your statutory employee income from box penses.
1 of Form W-2 on line 1 of Schedule C or Part II. Expenses If you deduct actual expenses:C-EZ and check the box on that line. Social • Include on line 9 the business portionCapitalizing costs of property. If you pro-security and Medicare tax should have been

of expenses for gasoline, oil, repairs, insur-duced real or tangible personal property orwithheld from your earnings; therefore,
ance, tires, license plates, etc., andacquired property for resale, certain ex-you do not owe self-employment tax on

penses attributable to the property gener-these earnings. Statutory employees in- • Show depreciation on line 13 and rent
ally must be included in inventory costs orclude full-time life insurance agents, cer- or lease payments on line 20a.
capitalized. In addition to direct costs, pro-tain agent or commission drivers and For details, see chapter 4 of Pub. 463.ducers of inventory property generallytraveling salespersons, and certain home-
must also include part of certain indirectworkers. Information on your vehicle. If you claim
costs in their inventory. Purchasers of per- any car and truck expenses, you must pro-If you had both self-employment in-
sonal property acquired for resale must in- vide certain information on the use of yourcome and statutory employee income, you
clude part of certain indirect costs in vehicle by completing one of the following.must file two Schedules C. You cannot use
inventory only if the average annual gross • Schedule C, Part IV, or ScheduleSchedule C-EZ or combine these amounts
receipts for the 3 prior tax years exceed $10 C-EZ, Part III, if: (a) you are claiming theon a single Schedule C.
million. Also, you must capitalize part of standard mileage rate, you lease your vehi-Qualified joint ventures reporting only the indirect costs that benefit real or tangi- cle, or your vehicle is fully depreciated, andrental real estate income. See the instruc- ble personal property constructed for use in (b) you are not required to file Form 4562tions under Rental real estate business on a trade or business, or noninventory prop- for any other reason. If you used more thanpage C-2. erty produced for sale to customers. Re- one vehicle during the year, attach your
duce the amounts on lines 8 through 26 andInstallment sales. Generally, the install- own schedule with the information re-
Part V by amounts capitalized. See Pub.ment method cannot be used to report in- quested in Schedule C, Part IV, or Schedule
538 for a discussion of uniform capitaliza-come from the sale of (a) personal property C-EZ, Part III, for each additional vehicle.
tion rules.regularly sold under the installment • Form 4562, Part V, if you are claim-

method, or (b) real property held for resale Exception for certain producers. Pro- ing depreciation on your vehicle or you are
to customers. But the installment method ducers who account for inventoriable items required to file Form 4562 for any other
can be used to report income from sales of in the same manner as materials and sup- reason (see the instructions for line 13).
certain residential lots and timeshares if plies that are not incidental can currently
you elect to pay interest on the tax due on deduct expenditures for direct labor and all
that income after the year of sale. See sec- indirect costs that would otherwise be in-

Line 11tion 453(l)(2)(B) for details. If you make cluded in inventory costs. See Part III. Cost
this election, include the interest in the total of Goods Sold on page C-8 for more de- Enter the total cost of contract labor for the
on Form 1040, line 60. Also, enter tails. tax year. Contract labor includes payments
“453(l)(3)” and the amount of the interest Exception for creative property. If you to persons you do not treat as employees
on the dotted line to the left of line 60. are a freelance artist, author, or photogra- (for example, independent contractors) for

If you use the installment method, at- pher, you may be exempt from the capitali- services performed for your trade or busi-
tach a schedule to your return. Show sepa- zation rules. However, your personal ness. Do not include contract labor de-
rately for 2009 and the 3 preceding years: efforts must have created (or reasonably be ducted elsewhere on your return, such as
gross sales, cost of goods sold, gross profit, expected to create) the property. This ex- contract labor that is includible on line 17,
percentage of gross profit to gross sales, ception does not apply to any expense re- 21, 26, or 37. Also, do not include salaries
amounts collected, and gross profit on lated to printing, photographic plates, and wages paid to your employees, instead
amounts collected. motion picture films, video tapes, or similar see line 26.
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